April 23, 191

prticle & of the Navy Department Contracts -1

and NOdwll%B_and Article 9 of Contracts }.'Cd-13761?0§05§§77
od-1430, NOa-1432, HOA-1433, NOA-1497, N0a-1500] Wog_1204’
j0i-1642 and N0G:1732 recuire that when a vessel is substan-
jally complete, except for minor iteps of Work which may, in

discretion of the Secretary of the Nay b i
Z;ed until after the Vtr_'ials and when the géntiaiiiﬁ gﬁﬁrll—
pave made sufficient trials at dock and in free route (the
guilder's Trials") to be reasonably sure of satisfactory per-
ormance thepvesggs‘sgail’be gpbjgcted to trials under the
pervisicn °i & .Tiol Loard. The details of thege trials are

in the contracts and the detain and cwnanta -

FecLar SpUUiil-

puring the Builder's Irials, operation of the ves-

.’s¢l normally is carried on in practically the same manner that
e-vessel 1s regquired to operate during the preliminary trials
ompliance with the specification requirements for.part.opr . i -

Y:of :the prellmlnary trials may be satisfactorily demonstrated. -

In the interest of expediting completion and deliv-

ry.of the vessels under Contracts NOd-1122, NOd-1123, N04-1376,
0d=1377, NOd-1430, NO4d-1432, NOd-1433, NOd-1497, N0d-1500,
2N03-1503, NOd-1642 and NO4-1732, the Secretary of the Navy

weNersby authorlzes the fellewing changs in the provisions cof
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Before the paragraph with th
caption, "Additional trialsw,
following raragranh. .

€ marginal
insert tre

" Such of the preliminary trial re-

quirements as may be performed on the
builder's trials to the satisfaction

of the Trial Board may be accepted by
the Trial Board as fulfilling such re-

quirements. Any tests which have been --

omitted from the preliminary triais as
a result of this provision will be sub-
mitted to the Board on Changes for de-
termination of the decrease in cost, if
any, resulting from such curtailment of
the preliminary trials.®

It is requested that receipt of this letter be
acknowledged.
Respectfully,
Ralph A. Bard

Acting Secretary of the Navy

'Fqkral Shipbuilding and Dry Dock Company
2 Kearny,. Nev Jersey
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15 achinery in operation during trials, and
sipment for determining shaflt horsepower, speed. fhie] consumption
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Tho cost of all trials prior to the preliminary acceptance of (he v
‘o 3 ing of all peraans o Lo Dapartinen
w:‘of the trials, shall be at the contractor's expense.

. Changes in the trial requirements will be trezted as
increased or decreased cost resulting therefrom will ba
'h(.:r.e(:{‘ftcr the trials have been completed, the vcs?'ol sha r
tractor, and the machinery shall bcvn;_:x-_nod~ up for such post-trial examir
Board may direct. Any defects or deficiencies for which the contra
corrected by and at the expense of the contractor as directed by ) ;
the machinery shall be closed and connected ready for service: Provided, howerer, That the
cost, of correctine any defeets or deficiencies in D_(-,pu'rt.rrmnt-su;:nlmd material for which the
contractor is Lield net rosponsitie shall be determined and handled as a change urder this
contract. as provided in Article 6 hercof. . : . )

~ Such trials as tho Department may reasonably require may be run after the post-trial
examination in order to prove that all machinery has been r}mpgrly reassembled. .

Axr, 10. (@) 1f, on the trials and the post-trial examination, the ‘{grogou}g requirements
and co ws shall be fuliilled. and if the varous requirements of this contrast, including
delivery, shall be fully met, tl.)((: \iv.ssojlx :th(:‘;ll: ‘hlc‘];;ell?mmnly accepted and payment shall be
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being fully equipped and armed and in all respects completo and rcnld) f(\lr slonl,lu}? buo coz.:‘.xtutxils
Bmcrib by the Secretary of the Navy; the expenses of such final trial shall be borne Ly the
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(f) Auything in <k

aple (o) of Lz artiele he mare then twenty-five thousand dollars (825.000). -

(y) Finul payment of the balunce due the cuntractor shall be made as provided in th‘ﬁ

Gencrel Provisions.

Arr. 12. (1) The contract price stated in Article 11 is subject to adj r
increase for changes. scparately, in labor and material costs, in accordance with the followiag
method: .

(¢) Lanor. Adjustment with respect to labor costs shauil be made on’ the basis of month 3
Lioun) for the shinvards constructing naval vessels and vessels building-
the U by the Depari
of Labor (hercinatter called the Labor Index). ~Adjustments shall be calculated wit
1o each calendar quarter up to the compiction dutes providad in Article 8. The percenteg
incrase or doctenee v the auarteriv index (obtained by averaging the Labor Index for
month of the calendar qurrter) shall be obtained by comparison with the Labor Index for
basic month. The basic month shall be May 1940. The lebor adjustment for ench caletd
quarter, as determined by the Compensation Board, shall be obtained by applying such’
centage of increase o decrenso to thie totul muount cxpended by the contractor for direct
indirect plant labor during such quarter. :

(b) MaTrirave. Adjustment with respect o materiais shail be mude on the basis of et
materials inaex for Group VI, Metals and Meial Products, as furnished to the Departmefia %
by the Department of Labor {hereinafter called the Materials Index). Adjustments shallfy
determined by the Compensation Board with respect to each calendar quarter up to the cop
pletion dates previded in Article 8. The nYcrcv;‘.n',ngc of increnso or decrease in the quarye
index (obtained by averaging the Materials Index for each month of the calendar qus
shall be obtained by comparson with the Matorinle Tndov for the hasic month.  The
month shall be May 1940.  The material adjustment for each calendar quarter shall be ob
by applying to the sggregale amount of the firm quotations for materials received by the
tracior during suck guatier the percentago of increase or decrease shown by the Ma
Index for that quarter which the price of such item of material became fixed: Prorided,
That the Secretary of the Navy may deny or reduce the adjustment with respect to any-
if he finds that it would have Yeen practicable to have ‘obtained & firm quotation theref
an carlier date. -

(¢) SUBCONTRACTS ON ADJTSTED Pricn Basws. I the contrpetor shall have obtal
nec the written appraval of the Secretary of the Navy or the Chief of the Bureau of
as his duly authorized representative, he may enter into 2 subcontract on a cost-plus-a-
basis, on a price-edjustment basis substantially similar to the provisions of paragraphs (a)
by gE tiue ar wiher basis as may e approved.  With ench approval th
Lrucior may, i computing the adinstments under this article, include the expenditures
<ubcontractor for direct and indirect plant labor and the srgregate amount of the firm s
quotations for materials received by such subcontractor as though the operation of such
contractor were consolidated with that of the shipbuilder: Provided, That no subcontra
which adjustinents are made under this paragraph shall be included in making adjustm T
under paragraph (£} of this article: Prerided further, That no adjustments shall be madot
the Department iz its cccount with the contractor by reason of a subcontract under
naragraph unless the contractor shows that it has made adjustment in like amount in its accow
with such subcontrctor: And prorided further, That in case the contractor shall place ol da
with a yard or plant of the contracior other than that hercinabove mentioned for materis
work required for said vessel/vessels, such orders shall be considered as contracts or subconts
far the purposes of subdivisions (b) ard (c) of this article. N

(d) Payments for increases in contract price, resulting from the above. will be deferred
prefiminary settlement: Provided, keirerer, That the Seeretary of the Navy may make partif
parments on accouat of such increases as may accrue from time to time subject to such requil
‘weuts as a condition trecedent to such peyments as he may prescribe.

(¢) The Secretary of the Navy reserves the right to substitute for the Labor Index
the Materials Index any other methad er index shouid it appear at any time, in the judgn
of the Secretary of the Navy. that the specified indices do not reflect equitably the inire ses
‘ < in costs of material or labor under the contract: Provided. That the Secretary of £
Nuvy may appoirt a board for the purpose of determining the revised zdjustments for the
. f anv, on eccount of changes in labor or materiu costs and the contractd
1l be bound by the findings of such board upon ppreval thereof by the Secrctary of fy:
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